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Key Point

Colorado school districts and the Colorado Department of Education should review the fiscal health analysis and
determine the cause and take action, as appropriate, for benchmarks missed over the 3-year period.

Summary Results
e This year’s analysis reviewed the trends over the Fiscal Years Ending June 30, 2023, 2024, and 2025.

e In the previous year’s analysis of the State’s 178 school districts, for Fiscal Years 2022-2024, 35 districts missed one
or more financial benchmarks. In the current yeat’s analysis, 43 districts missed one or more financial benchmarks.
Specifically, in this year’s analysis:

o 1 district missed 3 benchmarks.
o 12 districts missed 2 benchmarks.

o 30 districts missed 1 benchmark.
e Most missed benchmarks occurred with the following two ratios:

o  The Operating Margin Ratio: the ratio calculating the amount added to the reserves for every $1 in revenue, or
the operating margin. This ratio identifies growth or decline in a school district’s reserves over a 3-year period. A
missed benchmark for this indicator may indicate a district is deliberately spending down fund balance to

supplement operations or there is a reduction in state funding without a corresponding decrease in expenditures.

o The Change in Fund Balance Ratio: the ratio calculating the change in general fund balance from previous to
current years. A missed benchmark for this indicator identifies a potential concern of declining general fund balance

as a whole, over time.

e All 13 school districts missing two or more benchmarks provided explanations for the trends. Overall:

o 12 districts drew down fund balances to address staffing retention and operational pressures, including increased
salaries and benefits needed to remain competitive, rising insurance and housing costs, capital and facility
maintenance needs, and overall inflation. Additional factors contributing to missed benchmarks included declining
student enrollment, greater reliance on contracted providers, legal settlement payments and transfers to support

programs such as nutrition services.

o 1 district indicated that the missed benchmarks resulted from the county treasurer withholding its property tax
distributions, as statutorily directed by the Office of the State Auditor (OSA) after the district failed to submit
audited financial statements for Fiscal Years 2023 and 2024 to the OSA timely, and the district’s related delay in

recognizing revenue during the 2024 and 2025 Fiscal Years period of analysis.
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Background

e The OSA’s Fiscal Health Analysis provides a set of ratios and associated benchmarks by which to evaluate the

financial health of each school district.
e The analysis examines the most current rolling 3-year period for which audited financial statements are available.

e Tinancial indicators from missed benchmarks can warn of financial stress that may require examination and

remedial action by the appropriate parties.

e The Fiscal Health Analysis uses six ratios to assess each district’s financial health in the following areas:
o The adequacy of assets to meet obligations.
o The revenue coverage of debt service payments.
o The reserves available to cover future expenses.
o) The amount added to the reserves for every $1 in revenue.
o  The existence of a net deficit fund balance.

o The increase or decrease to the reserves in the general fund.
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